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Cautlon, Competition Ahead . 
By jam- K. U w m n  9123t02 



smmbllng to mtain cuatomm by ~uttlng prkes afid bmstlng s e w h s .  

The prcrwiss is no mptery. It's celled fwmadmt ~0lnpetHlnr1, m d  LTa et !he hrart of Ihe 
emnomy philosophy of me Bush Admlnkshdm - and Or mast members of Ccngress. 

Hem's a mweb mmple: In June, Wb G m d  Rapids (Mlch,) Pres8 repartad, 'Puohad by B 
gmcrwlng number Ormpetltpm, SBC Amerttach, the stale's dmlnmt Ial-phon8 pravHdar, wt 
the prim of Its bask lacalall phn by one-third and IlW the IknltS on local md loll calla in other 
plans." Sawllngs iff MkhLgan amurnim: $28 rnlllkn, In 1-9, m p d t o r s  had m3y 4 percant of 
Mkhigan's 1-1 lines. Today, h a y  haw about 16 psmnt, 

After all, as UNE-P MB cornpetitom mbr local servbe, the law (under Saction 271 1 wllw 
W l a  10 p t  Into long distance, whlch BO far has p r w l d d  thr Bells wlth mws man they bsve Imt 
gn the h e 1  slda. In a m t  mepwt, Lghmn Brothen hated, "BellSwlh arnphaslzed that thelr 
SUOOBBSI In enkrhg tho ImgdiMnes market through the 271 approval process offer a 
~mnsldemble adwantagm wBr lhs UNIE prouldws." BellSouth, by oflarlnq a bunak of la& and 
Igng-dishme w l c e s ,  hellww it has en appesllng package to sell eusbomers. whlch "will 
obvhte W a  need f f f  3 major chinpa In UNE regulationsL" 

But SBC Communlcatlons, which semi to have dropped the ball m &velaplng the wmpotkh 
lacal~plwlong.dktancce packeggs that BallSouth talks ahut, k gcreamhg b b d y  murder end 
making extravagant claim8 abut the d m a w  UNE-P le ddnp, 

mong the top 30 m p g n l e s  listed In fortune's annud suwey, SBC MI numberme in p d t  
margin, mmlnp 16 cents on avev dollar In sdw. The averwe company in tho Fortune 34 
s a m d  less than 5 mnt~ on tlw ddlar. 

Value Line MUmates that SBCb aarnlngs will wnlinue to doe thb year to $2.45 8 aham - thaI% 
up fmrn Just 88 mnta In I BM. SBC's cwh Row is B whopping $18 billion, scrxKdlng to Value 
Llne - considerably hlgher than that of giants Ilks Mlmsoft, Wal-Matt and Gmml  M&m. 

Tha objective d Whhltam and WW.titrn Daley, the forrnff chairman 01 Al Gor&s pmldsnttal 
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DARK FIBER: TEXAS SEES THE LIGHT 
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Nondiscdminatory Access to UNE Dark Fiber Indud- Acms to 
Uospliced o r  Untermiaated Fiber and the TLEC Mmt Splice or 
Terminate that Fiber for the CLEC ILECs Must Provide ACCHS t.a All 
L*P 

CLECs Msy Access ILEC Dark Fiber at Existi~g Splice Cams 

Splicing or Twminafing B Dark Fiber does mot Constitute 
CCm$truction' of SL Newark Element 

Access tb W s  3s Meaningless Without Parity Access to Ififormation 
Regarding the Location bf Such UNEs 

Use RestricCbns on UNE Dark Fiber are Unwarrnnted 

.._.I.. . .*. . 



. 

C 
M o b E r  3,2002 

I 
CLECs in Texas are Impaired Without Unbundled Access to 

Dark Fiber 

Rwiwd Arbitration A W  at 23-24 [footmtcs omitted): 
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CLECs May Access ILEC I 

Dark Fiber at Existing Splice Cases 
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Access to Urns  is Meaningless Without Parity Access to 
Information Regarding the Location of Such WNEsr 
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Use Restrictions on UNE Dark Fiber are Unwarranted 
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TELRIC PRICES: MYTH & REALITY 

WHAT IS A TELRCC PRICE? 

A TELRIC price compensates RBOCs when they are r e q u i d  to Imsa their . . 
facilities to competitors. TELRIC prices are set every three to five years in 
negotiations and, if those fail, by regulators, 

TELRIC prices &ssum0 that leased facilities are 100% brand new - even 
though the RBOCs actueh run a network that is mostly demdes old and ha8 
been paid for by ratepayers. 

WHY tS A TELRIC PRICE THE RIGHT PRICE? 

IS 

A 
w 

A 

TELRIC prioe is the right prim bemuse #: 
Promotes fadlitks-based competition where new entrants can build 
facifiies cheaper than the RBOCs. 
Prevents ineffteiant dupl idon of networks. 
Compensates RBOCs for use of thelr fmilities at prices - aMt, however, by 
regulators - e~naistent with p r h s  In competitive market$. 
P m t d s  RBOCs against getting stuck wlth excessive amounts of 
underutilized facilities. 
Provides a predI&ble and mnsist~nt standard neeessay for planning by 
both RBOCs and CLECs. 

TELRIC PRICE LEGAL? 

Ye8. The U.S. Supreme Coun Just recently - May 13,2002 - confirmed that 
the Fderal Telecommunications Act of WSS glves the FCC the authohw to 
requlre that &tam mrnrnhmlons ael TELRIC prices far elements the RBbCs 
I m e  #o CLECs. 

WHY NOT LEAVE LEASE PRICES UP TO THE MARKETPLACE? 

Bad idea. The RBOCs do not want to lease to wmpetibrs. Gken that.the 
RBOCs control the M e n e c k  netwrks to which CLECa naed access, 
RBOCs would r a h  laese pdms k r  their facilities so high that CLECs could 
not afford them, This would kill any prospect of I o d  mmpetlfion. 
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1 TELRIC PRICES: MYTH & REALITY Iconf'N 

MYTH: COMPETITORS ARE GETTING FA,.,lTlES ON THE CHEAP 

Much of the RBOCs' netmrh 1s decade8 old and &en has largely been paid 
for by rahpayers, Yet, TELRIC prices assume that facilities are 100% new 
and have never been paid for, Thls is a good deal for tha RBOCs. In fact, 
TELRIC prices am often higher than the RBOCs' "real" msts and are 8 
windfall for the RBOCs - though the RBOCs will never admlt this in public! 

Exampiss af when RBOCs earn windfall r0wnues; 
. .  , . > .  

. >  
I . . L d  .: 

' . *'. i, 
L .  - 

. . '  

+ RBOCs' emptv central office spaces find a new p u r p e  and 83111 
RBOCs hundreds of rnllllons of dollars In revenue, 

RBOCs had many m p t y  spaces (t=sements, flmr 3p-1 Clo3eb) 
In thelrcantral offices. These spaces beam empty in the 1980's 
and I WO'e as newer central offlce equiprnant and switches 
bacame mu& smaller and replaced bulky older ones. Those 
spaces gothored dust, wem w d  for storage or as overflow for 
administrative tasks. After the Act of 1938, many of thoae empty 
spaces have been l e a d  aut to CLECs and earn RBOCa 
unexpsctsdly hundmds o f m d h s  af doIhs+ 
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TELRIC PRICES: MYTH & REALITY (cm'dj 
' I  

M U H :  TELRIC DOES NOT INCLUDE EHQUGH PROFIT 

TELRIC prices provide RBOCs a "masanable' profit an facilities leassd to 
CLECs, In fact, thia is a requlrernsnt undet the ACT of 1996 ($@Hion 251 1 -- 
it's tfia law1 

But beWr yetl under TELRlC prices, RBOCs are gmmnteed a profk Now 
these days m s t  business would dla for such B guarantee. Surely, there is no 
federal law that guarantees CLECs a pmfh- 

REALIW: NOT TRUE 

CLECs have athcted large sums d m n e y  fmm inwedor8 and haw invested 
over $55 billion in their n W r k s  aina the ACT of 19M. The argument that 
TELRlC discourages inv&mants Is simply not edible, It was a130 W j M  
by the US. Supreme Court: 

"A regulabty whernd that CB~I  boast such substantial 
oampetltlve capltal spending [$55 blllion] in four pars is not 
easily described as an unreasonable way ta .. promote . 

- ., competitive investment in faciliti@s." :. - ' I .  : d <  ,, ' .  . I  + ..' 
.*- . 

M n H :  ALTERNATIVE FAClLITIES ARE AVAILABLE 30 THERE IS NO 
NEED FOR REGULATORS TO #ET TELRLC PRICES FOR 
LEASED F AC I Llfl E S 

REALITY: NOT TRUE 
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El Paso Corporation 

m 
t i  Pi soGloeal b ’ - : - -  - - ’  7 -  i is a 

El Paso Coreoration 

I I 

wholly owned subail””-- y i f  

b Nurth America’s leading provider of natural 
gas services 
Vertically integrates trom natural gas 
srsduction to transportation, trading, and 
power generation 

d ~ +  Strong asset base supporting successful 
asset-driven business strategy 
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Broadband Regulation Thoughts 
. .  

BOCs do not need relief to encourage 
broad ba n d a va ila bi I it y 
----60-80% of BQCs customers have DSL 

available 
--- Ricin and content are the issue, not 

broad E and availability 
==Competition drives low prices, good content 

and ubiquity 
Proposed Rulemakings should not effect 
current ILEC network unbundling 
requ i rernents 
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Monthly SBC EPGN 
tease Payment !nwstment 



TELRIC: The Right Price I 
A 

T€LRIC is flexible and can be adjusted 
TELRIC provide the BOC a “reasonable” 
profit 
There is no alternative to the 80C facilities 
for CLECs that want to serve broad 
segments of the local market 
Prevents inefficient duplication of networks 
Much of BOC’s networks are decades old 
and often have been largely paid for by 
ratepayers 
Promotes facility-based competition 
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A Recommendations 

(6 EPGN needs regulatory certainty 
q@- 

I 
. ,  

- .7;l-.Affirm . -  that the Telecarn Act and current FCC 
. .  regulations need time to work 
-Enforce the Telecom Act and FCC reguiarrons 

dark fiber and high capacity loop and 
transport UNEs 
Stop E30C use restrictiuns on UNEs to enable 
wholesale and retail competition to thrive 
Reaffirm that TELRIC methodology provides 
flexibility and proper return on capital 

A Reaffirm that CLECs are impaired without 
. .  
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